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Otat&ss&fc of Objectives and Sugipisted Approachgg 
of Bosoarch Projects 


..'V- Managerial Discontent v u 

So proaaot® a farther decentralisation of control over . 
and to indue® & decline in party iflt arflp q aaa in infiashrisl 


r>j tus.tl&ni Sovlot production menders have been under asvere and 
continuing pressure to tssefc osxbitlous plan target® in lndustrlfil 
production* Such presoure has resulted, on the one bond, in in- 
efficient and wasteful adal nlg&mfcive practices, and on the other in 
excessive turnover eaaaog lumgero as an out oaeae of the penalties 
applicable for failure* Under the dec-en troll cat lan proposals, 
although these call for increased delegation of decision -Easing 
authority, planning re ga i ns under centralised control the Klalotry 
of State Control is scheduled for ctrcagthgniag. Share is strong 
presumptive evidence that the Planner -Manager cleavage will rgsatn 
a major Soviet policy issue. 
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Su,-?,eog ted Approach! thoughtful arguments my bo presented to 
holster tha undeniably valid position of tbo mangers. 
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Objective : to prasoto diversion of a algalilcast edditioaal 

char© or tts&Loaasl igygg feggat firesa 

iTito increased housing* 2s-;(;V.; •:/- 
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Sltuatlon i Strau^ioufe the Stalinist era end up to the present 
Soviet inremtsssut policy has placed heavy eggbaals on productive 
enterprise, particularly ea heavy indue try, at the expanse of 
consumer welfare. Eotssing, in particular, has suffered both in 
quality and la quantity* Thu backlog of real cssd in housing lass 
£ roTSA steadily and the es<£»it xs&a of t ha problem ho© only recently, 
apparently, began to force itself upon the consciousness of Soviet 
i. plannarjBV^y^^^v^^. ^ , .. . ; % :...\. v . 
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SugRsotsd Aggroachi So erguo for & sharply Increased share of 
conotrustioa rmoaros® to housing, on the grounds of its utility::/- 
| in increasing worker productivity, in allaying worker discontent ; ; £§| 
: and in facilitating labor nobility. Significant analogies sm y$j0' 
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CoRoesstocgtn 


rlculturo 


Objective t T-o proaoto the relaxation of oeatral control® 
Soviet agriculture. . 


3i:?G3£ioa t Bia oagan & loa of agricultural production la m 5fr lxtsi$8 2 

problea which swat bo calved by Soviet plsnafirs mwMnj to pp wtte $5® 

a basin for eootlaoed repid ©coaoaio growth. expansio n ytU 

depend oa a tw^praa^td effort to achieve its nyurtnrma pn fain t 1 1 - 1 V?'IVffr : ' .v 

increased allocation of reaouroeo for ixtvea basest in agriculture; 

and tuosiitiv^ss end orgsalsatlos&l Keosuroo. •, jwv.- 


flu«5£setcd Approach i rt can bo argued coariacinsly that 
ctiphcais has thus for been placed oa incentives end on ; 

ai tercet ivea to the present eloooly controlled structure of the 
c^'ic.u. torsi sector, doeunsions could emphasise the ixaportsaso 
to expended production of farmer incentives, of greater reliance 
ua private plots, and of the cshortoccilags of the State F&rw end 
Jrro concepts. 


State Control Over Labor J 

.. . „ , a ,„, . 'I' 

Objective ; So presnot© the relaxation of central cootrolo owr '.--I 
Soviet Labor force. W; 

nitmtion t Ih© tread toward dejasntraXi&ation in the Soviet Caiaa 
has bssn aeeasfflgnled by a Barked relaxation of centralised control 

over certain activities of the Soviet labor force. Penalties far iff ■%.:■.■$: n 

ouch "cristas" eo tardiness have been considerably decreased in fjv 

severity; rights of the Individual laborer to vfiifra: Job 

Job have been ©apssdod; end the use of slave labor to perform & fflf \ !'•'• p- - '."frj/, 
msabor of undesirable tasks appears to be dec lining , ©see® jocaanrsa ' .4 4- 

arc designed to im prove incentive end to elicit greater cupport •;■ • •. 1 

for the regies. In addition, tbsso novae vill unices tionahly be ; -f ''■<■'■ v 

of propaganda mites in coanoction vith flbvlet efforts to ggteod f 
tkoir influaaca into "neutral" ond usdcrtlovczloped eonat rl cus , On ■ i-l •=' • 
the other hand, this reinstation of control to scesc extent weakens 

control of the central Soviet authorities over day-W-dny activities ' ; 4?4| 4 

acd aw aottt a of tha Soviet labor foreo. While it would be dangerous .... ;•• -;S|4J4 

to ovcrgg ig bc ® 1 R e tie iasediete Impact of those changes ©a the • f| flK 

character of tha Soviet cyafeeat, it could represent on •■[-•: j% - • 

descent in the future evolution of Soviet (society.' - 
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Suggested Approach i 1 It should bo pocslble to prcsKmt'fi pgrsmslvn h • 

c«sc arguing the advantages accruing to the Soviet Ifedon Cr^ farther ifgt! : 
■relaxation® of the eoeroive coatroln vhlch have been Esxintalnad 
the pant by the State, party repr<^eatatives, eadi tha cccrct police. 
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tbft ecor.c-wlc advantage of further relaxation, prlia&rtly In -be fora 
of ljaorea»»A productivity nod reduced aboeateelea frao workers 
free to choose their own trades. It vauld be possible to contract 
the 'east© of allocntiag labor by direct control with the efficiency 
of on incentives ays ten both moots. ry and non-aonotary. 

She Balance of the Ecoagay 

Objective * So eocouraao a wore equitable distribution of Servlet 
economic effort ctsecmg sectors of the ecanaay other than heavy 
Indent r/, away from caghanla <hi war Industry. 

Situation : Soviet ecoaoaic policy since Lenin Iran evinced a single- 
minded preoccupation with the prlsaoy of heavy Industry and has 
provided for forcod-draXt growth in thin soctor at the expense of 
light industry, agriculture, housing and generally of coonuasr 
veiror*?. Eros while heavy industry until 1957 ha® boon sotting 
hspreacive growth resranSg otter eootors have cot fcapt pooo, a 
situation over which the present reglee is showing Luc reusing 
sensitivity and concern. 


Suggested /gggggcb: If as /sacrican scholar of recognised stature 
coxild bo inCuoed to engage in en exchange with Soviet th eor eticians 
on thin general subject, it In possible that be would have an iiqsact 
on their thinking, this topic lx already under discussion in the 
Soviet Union, evince for tho next several years it is anticipated 
that Soviet policy maters will be wrestling with problesc t race abl e 
at least in part to " economic imbalance ", it is possible that a 
wall- reasoned theoretical treatment of problesa of long tarn we a aria 
growth, slanted at this question, would have ea influoace favorable 
to our objective. 
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Introduction 


Just os Hr. Khrushchev's secret speech to the 20th Party Congress 
introduced a radical new element into the process of political de- 
Stalinication, so his current program for reforming the economic 
administration of the Soviet Union marks a potentially radical change 
in the process of economic dc-Stalinization. Mr. Khrushchev's regional 
a dmini stration of industry explicitly recognises that the very success 
of Stalin’s farced draft industrialisation makes it virtually impossible 
to continue to plan all the details of the world’s second largest economy 
from Moscow. As the complexity and size of the economy increases there 
is an ever growing need to draw a sharper distinction between those 
decisions which pertain to detail and those decisions which determine 
basic policy, and having drawn the distinction, to delegate power to 
make decisions about detail far more widely than in Stalin’s time. 

There is alao a growing recognition among Soviet economic administrators 
that the measures of economic activity used in the day to day operation 
of the economy are too crude and have become too numerous. During most 
of Stalin’s life there was much justification for trying to measure 
everything in physical units while constantly expanding the number of 
complex end qualitative measures of economic activity for which the 
plant manager must be responsible. Stalin's economic administration, 
like hi a political administration, eraph&sied the stick at the- expense of 
the carrot and placed very narrow limits upon the exercise of initiative 
at the lower levels. The post- Stalin leadership has been reasonably 
consistent in attempting to encourage initiative, give it some room, in 
which to work, and to push coercion into the background while increasing 
material incentives to workers, peasants, and managers. 

In addition to these changes in altitude and methods of operation 
at the official level, there have been some faint stirrings among 
academic economists of -the need for more economic democracy in the 
distribution of the economic product among various social uses. 
Discussions among the academic economists have centered around the 
functions of the various pricing systems and the consequences of pricing 
problems. Official circles have given little or no hint of their 
attitude as yet but important problems of price policy arising from, the 
reorganization of economic administration will necessitate an official 
review of price systems and price policies in the near future. 

The new scheme for regional administration of the economy is a 
remarkably bare skeleton at this point. It Is intended to eliminate 
excessive centralization, simplify operational procedures, said 
encourage initiative. But there seems to have been very little thought 
of exactly how the. new regional system in going to do these things, 
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exactly what changes In procedure will take place* what will be 
eliminated, what combined and simplified, and so on. It is necessary, 
therefore* to examine the principal problems areas of economic 
administration which seem to be facing the USSR economy at three levels, 
the plant manager, the new economic council, and finally, the central 
planning organs. The problem areas are more or less common to all 
three levels of administration, but are particularly acute for the 
plant managers and the regional economic councils. First, there la 
the problem, of the measures of economic activity; should, the 
principal emphasis be placed upon maximizing the growth of output 


in terms of physical quantities, in value terms, or on the 


?th of 


labor productivity, or on reduction in production costa, or upon 
technological progress? Secondly, there is a crying need for more 
realistic planning: how to insure that the over-all plans are 
consistent with the resources — labor, materials, capital equipment -- 
actually available? Thirdly, managerial initiative should be encouraged 
with more flexible pricing policies and more liberal distribution of 
profits. Finally, there is the general problem of extending the 
decision making authority at the lower echelons, but particularly in 
regard to the level of inventories, wage policies, and housing for 
plant workers. 

The objective of -this paper is to outline some specific solutions 
to these problems at all three levels of economic administration. 
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X. The Plant Money or . 

The Joviet plant manager is 'bedeviled by numerous criteria vhich 
his performance mat satisfy, -Some of these criteria are very crude, 
some are very complex, and in practice all are often mutually incon- 
sistent. Unlike a capitalist manager whose primary responsibility 
is to jaafce a profit, the primary obligation of the Soviet manager 
historically has been to fulfill the plan for output in tons (or 
unita) o£ his priority product (or products). As the economy has 
grown in sine mid complexity other criteria have increased in 
importance. He is also expected to fulfill his plan in terms of value 
of production, and if he wants e bonus from higher authorities, to 
exceed the plan for gross value of production. Great pressure is 
exerted to reduce production costs, the extent to which the manager 
succeeds in meeting the target for cutting costs usually uete mining 
success or failure of the profits plan which in turn determines how 
much profits will be retained by the plant for bonuses and worker 
amenities. As labor has become scarce in recent years the emphasis 
placed upon meeting the planned goals for labor productivity has 
increased. Targets for technological innovation and improved quality 
of prcxluct also have been added to the many goals which the manager 
must attempt to reach. 

In addition to this welter of criteria, the manager is often the 
victim of certain institutional practices and mental habits of the 
higher authorities. The manager constantly finds that the higher 
authorities have revised his production plan upward with less than a 
proportionate Increase in inputs, or they have reduced his allocations 
of material without an equal reduction in his output obligations. 

Another practice is to reduce plant inventories of scarce materials 
below the minimum level to cope with normal supply contingencies. 

To the authorities in Moscow all this represents the legitimate and 
necessary "mobilization of internal reserves". The managers view it 
somewhat differently. 

Tbs various criteria imposed upon, the managers often are conflicting. 
It is not unusual for a product that is difficult to produce to have a 
lower rate of profit than one that is easier to produce. In order to 
fulfill the plans for cost reduction and profit the manager is tempted 
to overfulfill the plan for the easier product although thin usually 
means that output of the product which is more difficult to produce will 
fall short of the goal. In this case the manager will be rewarded for 
doing well on the basis of the financial criteria but at the some time 
censured because the final product mix (in physical units) differed 
from the plan. Another source of managerial unhappiness with the present 
system is the wide discrepancies between the labor inputs and the prices 
of various commodities. Many managers feel that in a Marxist economy the 
prices of various products should have a close correlation with the labor 
inputs in the products. 
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There are a number of tilings which could he done to simplify the 
criteria, remove tlie worst conflicts., and make the whole system of 
economic accounting promote more efficient use of resources. First, 
the overall performance of the Individual plant should be evaluated 
primarily on the basis of a single criterion. Otter measures of plant 
output and efficiency should be collected primarily for informational 
purposes. The most logical single criterion is labor productivity 
defined as the ratio of labor inputs to the net product of the plant- 
All other criteria should be subordinated to this and the plant 
accounting system should be reformed so that the managers and officials 
of the economic councils will be provided with the appropriate data. 


For planning and accounting purposes output goals for the plant 
under such a regime would not be stated — as at present -- in terns 
of gross value and in tenas of a list of products in physical units, 
but rather* solely in tems of net product, i.e., the sun of wages, 
amortisation and profits. Labor productivity would be detenained 
analogously to present methods, i-e. , dividing net product by the number 
of man hours expended In production. The managers' job would be to 
maximize the growth of labor productivity. Growth Of labor productivity 
would be the primary basis for planning, for judging the performance 
of each plant, and for paying bonuses to the managers, engineers, and 
technical personnel, and leading workers . 


Corresponding changes in pricing policy will be necessary if prices 
are to reflect the socially necessary aiaount of labor time required to 
produce each product. The point of departure for setting the price of 
one product relative to all others should be the value of the wages 
•paid in producing it. Thus the price of a machine tool compared to 
the price of a truck should be determined primarily by the relative 
value of the wage payments required to produce them. 


The rate of profit should reflect the relative scarcity, and hence 
the amount of labor tire that can justifiably be allocated, to the 
production of various products. Under the present system the central 
planners often decide that product A has a higher production priority 
than product B, and order the plant manager to produce A rather than B. 

As often as not, however, the profit rate on product A ia lover than 
on product B. The manager® find themselves in the unenv-abie position 
of being told to modify their production program ia a manner that threatens 
their value of production and profit plans, and hence threatens their 
bonuses as well as housing and cultural amenities for the workers. 

And the prices of various products are a most unreliable measure of their 
relative scarcity. Many examples of this sold: of thing appear in 
Soviet literature. 


Apparently it is quite common place for the Ministry of Trade to 
request that the output of commodity X be increased in response to 
growing consumer demands without regard to the fact that the profit 
margin in the wholesale price of product X may be much lower than for 
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i-'rotoict Y. . An. exacr^a Of this sort of thing in heavy industry on an 
.industry vide oasis is provided by the coal industry during the last 
three years. It seems that beginning in 19 J& the central planners 
discovered that they had grosal y underestimated coal requirements 
and increased the production plans accordingly. Resource allocations, 
however, were not increased accordingly and the strain on the coal 
industry to meet the production goals was reflected in rising costs, 

<uid nence in .towered profit rates because wholesale price® were held 
at the same level. In 1956 when coal was in the extremely short 
supply the production of coal became unprof itablel Meanwhile the 
petroleum industry was not only exceeding production c-oals but was 
even providing a surplus for export. But the profit margin continued 
quite high. Obviously the price of coal relative to the orlee of 
petroleum provided no reasonable guide to the social value of the labor 
expended in the production of each. Furthermore, the manager a in the 
coal industry could not be said to be working less efficiently t han 
tneir brothers in the petroleum industry, considering what was being 
demanded of the coal industry and the inadequate resources allocated to it. 

Such anomalies would be el initiated by a price system based primarily 
upon the value of labor inputs into production with frequent adjus tmen t 
j.n the rate of profit to reflect the relative scarcity of various goods 
in the economy. ‘Bits pricing policy would also eliminate the unjust 
burden, and loss of material rewards to the managers and workers caught 
m t he squeeze between changing priorities without corresponding c hang es 
■ prices, waich i.s bo characteristic of the present system. 

Another desirable change would be to make a more realistic 
adjustment to tne fact that the cost of producing a particular product 
varies widely among individual, plants- When setting a uniform wholesale 
price the central planners currently use the average cost of a number 
of more efficient plants whose costs are below the average cost of aLl 
.lants producing the product- This is unreal! s ti c and places an unjust 
burden upon the managers who operate technologically backward plants and 
who really cannot cut their costa to the level of the slants with new 
technology. Consequently, industrial profits almost invariably fall 
veil short of the plan and a great deal of useless tension is created. 
Simply shifting the basis for price setting to the average cost of ail 
plants producing the product would eliminate the problem 

In addition to these changes In pricing policy the decision making 
authority of the plant managers should be broadened in other respects 
if the managers are to be given the capability to really exercise their 
initiative. At present tine about 90 percent of the profits are taxed 
into the state budget. At least 50 percent of the profits should be 
retained by the plant .managers for financing plant expansion and for 
housing and other facilities for the workers. Such a policy would promote 
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the growth of labor productivity by .increasing the effectiveness of 
capital investment and by stimulating the material self- interest of 
the worsens. Capital investment would be more effective because more 
investment would be channelled into the most efficient plants . 

Furthermore, the individual plant manager usually Is in a better 
position than the central planners* to judge where & given amount of 
capital investment will yield the largest and most rapid return. 

The raster ml self-interest of the vomers will be m'sed when they 
know that half the profits will be divided between new machinery for 
sheir plant and cash bonuses, housing, clubs., crechoa* ©to for their use. 

Labor productivity should grow rapidly as a result of auuf* material incentives. 

..mother area in crying need of reform is the matter of inventory 
policy. Historically, the central authorities, by wteBXiB of various 
financial and administrative controls have kept plant inventories of 
.tey materials at extremely low levels, a few days supply at most. As a 
se suit even minor failures in the transport system or short delays in 
the shipment ox materials from other plants produce work stoppages, 
which in turn cause stoppages at other plants. It's a vicious circle, 
oteei production is slowed by lack of cote or iron ore, machinery 
output falls behind schedule for lack of steel, investment projects 
are retarded for lack of machinery, and Pravda publishes e strong 
editorial against ’non-rhythmi'" production end irresponsibility in 
fulfilling contractual obligations: Heanwh lie , the real culorits, 
the central planners who will not trust the plant manager-; with sufficient 
inventories, gc on creating new problems by exposing’ some manager 
who has a ten days supply of steel on hand: Obviously every major 
plant should be permitted to hold a 30 to 60 day supply of vital materials, 
such as fuels, metals, timber, c merit, and the like. 

This lends to the final point (for the purposes of this paper) on 
needed changes in the status of the plant manager, namely, he should not 
be regarded with suspicion and should have more oaf ©guards wgainat 
arbitrary decisions by higher authority. Just as the plant manager should 
be trusted with larger inventories, he should be induced instead of 
coerced into getting the met production out of his plant. Too often 
the higher authority look* at the manager as one who io hiding the 
Maternal (production) reserves" which must be "exposed" by 8dm, nist native 
inspection and surveillance. Usually the 5 internal reserves are simply 
insurance against failures in the supply system aggravated by inadequate 
inventories. Or the manager nay be not making the maximum effort because 
of asic of adequate incentives, or the endless red tape and even suspicion 
involved in simple proposal to change the plan after It has been 
approved. Or the manager may go to bed with production of his products 
going nicely and wake up to find a telegram from Moscow announcing that 
midgets now have the top priority and the production of widgets should 
cease at oncei Or worse yet, in addition to his existing production 
obligations he is required to produce yet another product with no additional 
eapitaL investment, just more materials — likely to be delivered late — 
ud possibly some more workers. Jfc> wonder the managers like to keen 
'internal reserves handy in the form of some unused floor space, a' few 
unused or under-utilised machine tools, and maybe some extra workers • 
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II. The Regional Economic Councils » 

In order to administer the broad range of economic activity in 
the regions and to do it with initiative, the economic councils will 
require all of the decision making authority of the former ministries 
and more. The task of the councils will be much more complex than the 
ministries j instead of a limited group of products they will have to 
cope with the production and distribution of almost everything produced 
in e modern ecoaoaQr. And if the efficiency possible through on-the-spot 
decisions is to he realized* the authority needed to make the decisions 
must be delegated to the councils. The principal areas in which the 
authority of the economic councils should be very broad are: allocation 
of material supplies, pricing policy, and investment decisions. 

The new regional system of economic administration can hardly operate 
effectively until the control of material allocations is taken from 
Gosplart and delegated to the regional councils. The regional councils 
must have the right to decide what the material input-output ratios (’'norms' ) 
should be for the products of their region, and the decision should be 
made on the basis of the average inputs of material per unit of output. 

The present system of setting the Input-output ratios on the basis of 
the moat efficient producers is unrealistic and should be discarded. 

Given these decisions, the councils can then allocate the material 
supplies among the various producing emits, and can do it more efficiently 
than someone sitting in Moscow* Furthermore, the councils should, make 
the general decisions on inventory policies for the plants -subordinate 
to them end jaaints'n a reserve inventory of fuels, metals, etc. for 
unforeseen contingencies. The role of Gosplan in Moscow should be 
limited to coordinating material distribution and collecting information 
for long range material balances required for planning five to tea 
years in the future . Current operational decisions should be left to 
the economic comic ils. 

The economic councils should have the authority to set wholesale 
prices for factories according to the principles set forth in the section 
(above) on the plant managers problems. Not only should the councils set 
the wholesale prices for the products produced in their region, they also 
should, set the retail prices of consumer goods produced and sold in the 
area. Indeed it In in the field of establishing a close relationship 
between the retail end wholesale price of consumer goods that the 
councils face one of their most important tasks: to introduce economic 
democracy into the distribution of consumer goods. Under the present 
system a rise in demand for a particular consumer item in usually 
reflected first in the appearance of queues. Some t in® b that ia all that 
happens for it requires an independent administrative decision on the part 
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of the retail trade organs to take cognisance of the fact that people 
are standing in line waiting to buy the item, and that consequently 
the producing organisations should be asked to step up output. However, 
this requires another independent decision by the producing organs, 
the Council of Ministers, and Oosplaa, because in all likelihood increase 
in consumer demand was not envisaged In the original plan, and changing 
the plan requires a high level, coordinated., decision. USm regional 
councils should direct the retail trade organs to increase the orders 
automatically for any consumer item which appears in short supply, and 
the producing plants to hake the appropriate c hangea in their production 
plans immediately, To stimulate prompt reaction to the trade organs 
request for additional supplies, they should offer the producers an 
appropriate bonus on the wholesale price until supply of the item 
has increased sufficiently to satisfy demand. *3 jsj producing plant 
would also pay @ bonus for the necessary inputs. Until, there is an 
automatic shift of resources to increase production of consumer items 
for which demand is rising, and until the price of these resources 
reflect their enhanced, social value, the Soviet consumer will not 
enjoy the fruits of economic democracy. To give economic voting power 
to the consumer ruble should be one of the first priority tasks of 
the regional economic councils. 

Just aa the plants should retain half of the profits for investment, 
housing, and bonuses, "the economic councils should retain the other half 
for construction of new plants and housing in the regions. The income 
from the turnover tax would remain centralized and would be more than 
sufficient (during peacetime) to pay for defense expenditures and 
certain long range investment projects — e.g. the Siberian hydro- 
electric projects — which cannot he financed by the economic council 
resources alone . This financial arrangement would promote more 
efficient use of investment resources, and hence stimulate the growth 
of labor productivity. The economic councils also would have a direct 
stake in the efficient operation of their subordinate plants. 
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III. The Central Planning Organs . 

The most important thing the central planning organa and the Council 
of Ministers in Moscow can contribute to the success of tho regional 
administration of industry is a change of attitude. Moscow must learn 
to coordinate and assist rather than coerce. Moscow must delegate to 
the regional economic councils and to the plant managers the authority 
to make decisions concerning the disposition of economic resources. 

Hi the rto the lover echelons have borne most of the responsibility for 
the production program while the central authorities disposed of the 
resources. Moscow must cease to make unreasonable demands for production 
beyond the capacity of the plants 1 on the specious grounds of "mobilizing 
internal reserves”. It was precisely this kind of "planning" on the part 
of the center that led to the current revision of the Sixth Jive-Year Plan 
and to the extreme shortage of fuels, metals, and building materials 
currently plaguing the Soviet economy. 

Other broad changes in planning policies should be studied by the 
central planners. It- has been obvious for many years that the planners 
working on investment projects needed some guide to the choice of 
alternatives. Over the years a number of soviet economists have 
proposed a reasonable solution in the form of a "coefficient of effectiveness ", 
i.a. a rate of return overtime on the initial investment as a guide to 
choosing investment alternative. So far these proposals have all been 
rejected, principally on the basis of ill-founded ideological arguments 
that the coefficients were too similar to capitalist interest. At the 
asms time it does appear that the use of "coefficients of effectiveness" 
has been tolerated in practice in many project planning organizations. 

Just as it has been officially recognized since Stalin’s death that 
technological obsolescence exists under Soviet socialism as well its under 
capitalism, ao it should be recognized that rational investment planning 
is impossible without a uniform guide in the form of a rate of return 
overtime to investment choices. Working out a uniform investment choice 
criteria for industry, transport, and agriculture should be one of the most 
urgent tasks of the USSR Caspian. 

Consideration also should be given at the highest level to the problem 
of bringing consumer goods and producer goods prices Into a relationship 
that corresponds to their respective social values. In recent months a 
great many 'javiot economists have admitted that the prices of consumer 
goods are well above their social value — principally because of the 
turnover t doc which often accounts for 70-30 percent of the retail price — 
while the prices of producers goods are well under their real social value. 

It is clear that retail prices should be lowered while the wholesale 
prices of producer goods should be increased. But how much to lower the 
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and raise the other is virtually impossible to determine under 
present Soviet pricing policies. The only way the central authorities 

^ x SrriVe * r * asona ' ble approximation of the relative changes required 

xs too give the ^consumer ruble an economic vote as suggested above. 

It an increase in consumer aeiaaad is allowed to automatically cal forth 
an increase in output end if the increase in output of the item is aeecstoaaier 
by higher prices x or the capital material and labor required to produce 
it, then the central planners will be in a position to measure the relative 
social value of producer and consumer goods. 

^ la general, the success of the new system on economic administration 
uepenas upon two things. First the plant managers and economic councils 
must be delegated broad decision making powers c ommens urate with their 
responsibilities . Secondly, economic democracy must be introduced by 
giving consumer purchasing power a direct and immediate vote in the 
allocation of economic resources. 
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